The New York 
Certified Public Accountant 


Vol. XIV November + 1943 





TABLE OF CONTENTS 





State Society Activities 
Professional Comment . 


Recent Changes in New York Law Governing Trustees’ Commissions 


By EMANUEL SAXE, C.P.A. . 


Accounting Problems in War Contracts 
By Maurice E. Petouset, C.P.A. 


The Functions of the Auditor and Comptroller of a Savings Bank 
During the War Emergency 


By CurisTIAN OEHLER, C.P.A. . 
Recent Publications 


Authors of Articles In This Issue . 





Published by 


THe New York STATE SOCIETY OF CERTIFIED PusBLic ACCOUNTANTS 
15 E. 4lst STREET + NEW YORK 17, N. Y. 


WeENTWortH F. GANTT 
Managing Editor 








Tue New York CERTIFIED PuBLIC ACCOUNTANT 
is published monthly. Copies may be obtained at the office 
of the Society at twenty-five cents per copy, $3.00 per year. 


Copyright, 1943, by 
THE NEW YORK STATE SOCIETY OF 
CERTIFIED PUBLIC ACCOUNTANTS 


The matter contained in this publication, unless otherwise stated, 

will not be binding upon the Society; and it should be understood 

that any opinions expressed in articles published herein are the 

opinions of the authors of the articles, respectively, and ere not 
promulgated by the Society. 


COMMITTEE ON PUBLICATIONS 


Hueu S. O’Rettiy, Chairman 


BENJAMIN NeEuwIrtH, Vice Chairman SipnEY B. KAHN 
RaAyMmonp G. ANKERS Roy B. KESTER 
Haro_p JAMES BEAIRSTO JAMES H. WrREN 





D 


co 
th 
is 

sa 
ha 
en 


co 
mi 
be 
by 


re 
m: 
tit 
or 
ha 
wl 
tic 


Ni 











| STATE SOCIETY ACTIVITIES 











Calendar of Events 


November 15—Regular Meeting of 
the Board of Directors. 


November 15—7:30 P.M.—Society 
Meeting. Subject: Federal Taxa- 
tion. Location: Grand Ball Room, 
Waldorf-Astoria Hotel, Lexington 
Avenue and 49th Street, New York 
City. 

December 13—Regular Meeting of 
the Board of Directors. 

December 13—7:30 P. M.—Society 
Meeting. Subject: State Taxation. 
Location: Waldorf-Astoria Hotel, 
Lexington Avenue and 49th Street, 
New York City. 

December 15 — 7:30 P.M. — Special 
Technical Meeting. Subject: Fed- 
eral Taxation. Location: Engi- 
neering Auditorium, 29 West 39th 
Street, New York City. 


Time-Saving Methods in Accounting 
Offices 


The Society’s Committee on Ac- 
countants’ Office Procedure, under 
the chairmanship of Ray R. Dobson, 
is conducting a survey of the time- 
saving practices that various firms 
have adopted during the present 
emergency, in connection with the 
operation of their own offices. Upon 
conclusion of the survey, the infor- 
mation will be passed on to the mem- 
bership either as a special release or 
by publication in this magazine. 

The members of the Society are 
requested to cooperate with the Com- 
mittee by submitting a list of the 
time-saving practices that their firm, 
or other firms they know of, may 
have adopted. The following changes 
which one firm has made in its prac- 
tices, for the duration of the emer- 
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gency, are typical of what we have 
in mind: 

Elimination of all red figures from 
reports by placing such figures 
in brackets. 

Elimination of dots extending 
from the written material in the 
report to the related figures. 


The various matters in an account- 
ing office where some time-saving 
practices may have been or could be 
put in effect are enumerated as fol- 
lows: 

Employment practices 

Staff-training methods 

Staff assignments 

Time reports 


Payroll procedure: 
Payroll period 
Method of payment 
Handling of various payroll de- 
ductions 
Handling of travel and expense 
advances 
Accountants’ reports: 
Preparation 
Reviewing 
Typing 
Comparing and proving 
Delivery 
Filing 
Accountants’ working papers 
Accountants’ and office supplies: 
Purchasing 
Storing 
Issuing 
Bookkeeeping 
Cost records 
Billings to clients 
Use of tax and other services 


Your cooperation in preparing and 
submitting your list promptly will 
be appreciated. 
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National War Fund 

Following a series of meetings to 
perfect final plans, the Accountants 
section of the National War Fund 
New York Committee is ready to 
open its campaign for funds, accord- 
ing to an announcement by Henry E. 
Mendes, partner, Touche, Niven & 
Co., chairman of the Accountants 
section. 

The campaign committee, as at 
present constituted, consists of Mr. 
Mendes, chairman, and committee- 
men Donald Arthur, Price Water- 
house & Co.; J. P. Dalton, Peat, 
Marwick, Mitchell & Co.; Alexander 
S. Banks, Leslie, Banks & Co.; Wil- 
liam H. Bell, Haskins & Sells ; Louis 
G. Bender, Arthur Young & Co.; 
Harold R. Caffyn, Hurdman & 
Cranstoun; Thomas F. Conroy, 
Pasley & Conroy; J. Andrew Crafts, 
Crafts & McFaul; Albert J. Eck- 
hardt, Ernst & Ernst; Wm. J. F. 
Duggan, Wm. J. F. Duggan & Co.; 
John Fraser, S. D. Leidesdorf & Co.; 
Ralph H. Galpin, Arthur Young & 
Co.; Herbert P. Greenwood, Clarke, 
Oakes & Greenwood ; Henry Homes, 
Homes & Davis; Henry A. Horne, 
Webster, Horne & Blanchard; James 
F. Hughes, Boyce, Hughes & Far- 
rell; Jesse F. Kaufman, Touche, 
Niven & Co.; Errol Kerr, Harris, 
Kerr, Forster & Co.; Paul K. Knight, 
Arthur Andersen & Co.; Christopher 
H. Knoll, Lybrand, Ross Bros. & 
Montgomery; Samuel D. Leides- 
dorf, S. D. Leidesdorf & Co.; Saul 
Levy; Simon Loeb, Loeb & Troper; 
E. O. Lothrop, Price Waterhouse & 
Co.; Peter F. Lynch, Allen R. Smart 
& Co.; J. Arthur Marvin, F. W. 
Lafrentz & Co.; Maurice E. Peloubet, 
Pogson, Peloubet & Co.; Russell G. 


Rankin, R. G. Rankin & Co.; Harold 
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B. Simpson, Peat, Marwick, Mitchell 
& Co.; Paul L. Sterner,’ Arthur 
Andersen & Co.; Roderick J. Wat- 
terston, Watterston and Company ; 
C. Oliver Wellington, Scovell, Well- 
ington & Co., and Ernest N. Wood, 
Niles & Niles. 

The Accountants committee is one 
of 280 business and professional 
groups organized by the New York 
Committee’s commerce and industry 
division, headed by James A. Farley. 
The commerce and industry division 
will be responsible for raising 
$12,000,000 of the $17,000,000 quota 
in New York City. 

The Fund’s campaign which be- 
gan October 5th will end December 
7th, second anniversary of Pearl 
Harbor. 


Stempf Elected President of 
American Institute 


At the 56th Annual Meeting of the 
American Institute of Accountants, 
held in New York October 18-21, 
1943, Victor H. Stempf, past presi- 
dent of the Society, was elected 
president of the Institute for the 
coming year. 

Members of the Society elected as 
members of the Council for a three 
year term were: 

Percival F. Brundage of New York 

City 

J. Arthur Marvin of New York City 

Joseph J. Klein of New York City 

Edward A. Kracke of New York 

City 

Walter L. Bradley of Buffalo 

Samuel J. Broad of New York City 
was reelected treasurer and Henry A. 
Horne and Howard A. Withey were 
elected as auditors. 
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State Society Activities 








Announcement of 


1944. PRIZE ESSAY CONTEST 


The Board of Directors of the Society has authorized the Com- 
mittee on Publications to conduct a prize essay contest, the 
essays to be on a subject of interest to the accounting profession 
and suitable for publication in The New York Certified Public 
Accountant. Prizes in the amount of $150 for first prize, $100 
for second prize, and $50 for third prize are offered. 


The general rules of the contest are as follows: 


All papers shall be original and the manuscript shall be typed in 
duplicate on 814 x 11 stationery, double or triple space typing, and 
should not be more than 5000 words. 

* 
The name of the individual submitting the paper should not appear 
thereon, nor should there be any other means of identifying the 
manuscript, which should be accompanied by a covering letter 
giving the contestant’s name and address. 

* 
When submitted to the judges, each manuscript will be given a 
key number of identification. 

* 
Manuscripts should be forwarded to The Managing Editor of The 
New York Certified Public Accountant, 15 East 41st Street, New 
York 17, N. Y., on or before May 15, 1944. Awards will be 
announced as soon thereafter as possible. — 

* 
All papers submitted shall become the property of the New York 
State Society of Certified Public Accountants and shall ‘be avail- 
able for publication in The New York Certified Public Account- 
ant. The decision of the judges shall be final as to what papers 
may be entitled to prizes. 
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Federal Government Accounting 


The American Institute of Ac- 
countants will hold a conference on 
Federal government accounting at 
the Hotel Pennsylvania in New York 
on Thursday and Friday, Decem- 
ber 2 and 3 next. Arrangements 
for the meeting are being made by 
the committee on governmental ac- 
counting of the Institute, under the 
chairmanship of George P. Ellis of 
Chicago. 
The conference program calls for 
two all-day sessions. One of these 
will be devoted to accounting and re- 
porting, with emphasis on the basic 
objectives and functional allocations 
of responsibility from the stand- 
point of budgeting and administra- 
tive management. The second all- 
day session will be given over to the 
general subject of auditing, with 
papers on the pre-audit and the in- 
dependent audit. 
The speakers will be: 
Chairman Grorce P. Ettts of 
Chicago 

Lioyp Morey, Comptroller of the 
University of Illinois and a past 
chairman, American Institute com- 
mittee on governmental accounting 

J. WeEtpon Jones, Assistant Direc- 

tor in Charge of Fiscal Division, 
the Bureau of the Budget 

E. F. BARTELT, Commissioner of Ac- 

counts, the Treasury Department 

R. H. Staucuter, Assistant Chief of 

Investigations, General Account- 
ing Office 

J. Darttncton Denit, Chief, Divi- 

sion of Accounting and Bookkeep- 
ing, General Accounting Office 

Ertc L. Kou ter, Executive Officer, 

Petroleum Administration for War 


Witiiam R. Quictey, Chief, Divi- 
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sion of Accounting, Office of Bud- 
get & Finance, Department of 
Agriculture 


The purpose of the conference is 
to encourage free and open discus- 
sion of the accounting problems of 
Federal departments and agencies, 
and to develop means whereby the 
accountancy profession can be of 
help in solving those problems. 

The committee on governmental 
accounting has announced that all 
members of state societies and of the 
Institute are invited to attend the 
conference. There will be no regis- 
tration fee and no conference lunch- 
eon or dinner. 


New York University Offers Two 
Courses on 1943 Federal 
Tax Problems 


Problems which attorneys, account- 
ants and corporation executives will 
face in preparing 1943 Federal tax 
returns will be the subject of two 
series of lectures and discussions to 
be given by the New York Univer- 
sity Division of General Education 
beginning December 27, according 
to Prof. Paul A. McGhee, acting 
director of the division. 

J. K. Lasser, nationally known tax 
authority and chairman of New 
York University’s Institute on Fed- 
eral Taxation, will conduct a series 
of ten weekly meetings on the gen- 
eral topic of excess profits taxes on 
corporations while David B. Chase, 
member of the New Jersey bar and 
author of several books on tax prob- 
lems will present a series of weekly 
lectures on a functional approach to 
income taxes. 

In his talks on corporate excess 
profits taxes, Mr. Lasser will review 
credits available under the law, in- 
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cluding post-war, debt retirement, 
income and invested capital credits. 
He will also explain the basis for 
building relief claims, including 
those available under Section 722, 
and will discuss the effects of cor- 
porate reorganizations and the prob- 
lems faced by special classes of tax- 
payers. 

Mr. Chase will devote his first four 
lectures to a presentation of tax 
problems as they concern individu- 
als, partnerships, and large and small 
corporations. In subsequent lectures, 
he plans to discuss family and real 
estate transactions and problems 
arising out of insurance and employee 
trusts. 

This will be the third year in which 
New York University has offered 
special courses on the current year’s 
tax problems. Over 450 practicing 
attorneys, accountants, and corpo- 
rate executives have attended these 
lectures in the past, according to 
Prof. McGhee, who states that they 
are intended for those whose work 
requires them to have more than a 
superficial knowledge of tax prob- 
lems. 


Letter From the City Treasurer 
To All Members of The New York 
State Society of Certified Public 
Accountants. 


Several months ago I sent letters 
to all members of the New York State 


Society of Certified Public Account- 
ants asking for their cooperation 
when preparing Sales and Business 
Tax returns for their clients by see- 
ing to it that the registration number 
appeared on all returns filed with 
this Department by them. 

The results, evidenced by the 
marked decrease in the number of 
Sales Tax returns filed without regis- 
tration numbers during the collec- 
tion period ended October 20th, have 
been most gratifying and I want you 
to know that your cooperation is 
sincerely appreciated and-to assure 
you that it has been most helpful. 

I might add also that, in an en- 
deavor to relieve taxpayers and ac- 
countants of unnecessary filing of 
Sales Tax returns, a plan has been 
evolved whereby manufacturers, 
wholesalers, contractors and other 
vendors, who do not make any tax- 
able sales in New York City, may be 
relieved of the duty of filing Sales 
Tax returns regularly upon applica- 
tion in writing to the office of the 
City Collector at 350 Broadway and 
upon the filing of satisfactory affi- 
davits. 

Trusting that the excellent spirit 
of cooperation displayed in the past 
will cgntinue, I am 


Sincerely yours, 


ALMERINDO PoRTFOLIO 
Treasurer 








Let Your Heart Decide 


SUPPORT THE 


NATIONAL WAR FUND 
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Recent Changes in New York Law 


Governing Trustees’ Commissions 


By EmManuet Saxe, C.P.A. 


NE of the most sweeping 
changes in the New York Law 


governing testamentary trustees’ 
commissions (Surrogate’s Court 


Act, sec. 285) was placed upon the 
statute books by the enactment of 
Chapter 694 of the Laws of 1943. 
A similar. companion piece of legis- 
lation, revising the law regulating 
the commissions of trustees of an 
expressed or inter vivos trust (Civil 
Practice Act, sec. 1548), was simul- 
taneously enacted in Chapter 695. 
30th bills became law on April 23, 
1943, effective as of September 1, 
1943. They were vigorously op- 
posed by the New York Surrogates’ 
Association and, also, by various 
bar associations, because of certain 
inherent shortcomings. Indeed, the 
governor in signing these bills rec- 
ognized and pointed out three of 
these defects, and recommended the 
passage of amendatory legislation 
to cure them. Although the en- 
suing discussion is with particular 
respect to the commissions of a 
testamentary trustee, similar com- 
ments are applicable, in most in- 
stances, to the changes made by 
chapter 695. 

These far-reaching changes were 
accomplished as follows: All ref- 
erences to testamentary trustees, 
including (in subdivision 7) an ex- 
ecutor acting as trustee, have been 
eliminated from section 285 of the 
Surrogate’s Court Act, which con- 
tinues to apply unchanged with re- 
spect to the commissions of execu- 
tors, administrators and guardians. 
The previously existing section 
285-a has been renumbered as sec- 
tion 285-b, and has been supplanted 
by the new section 285-a which 
deals with the commissions of tes- 
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tamentary trustees, including exec- 
utors acting as trustees, and execu- 
tors acting as fiduciaries for the 
benefit of a life tenant. The trans- 
fer to the new section of the pro- 
visions dealing with executors act- 
ing as trustees is undoubtedly for 
the purpose of compensating fiduci- 
aries at trustees’ rates for the per- 
formance of trustees’ functions un- 
der executorial letters. But the in- 
clusion therein of this newly cre- 
ated title of “executor acting as 
fiduciary for the benefit of a life 
tenant” raises the question of what 
type of fiduciary is contemplated 
by this new language. Like certain 
other parts of the new act, it must 
await judicial construction. 


Subdivision 1-a of the new section 
285-a authorizes the annual reten- 
tion by a trustee of the following 
income commissions: 


6% on the first $ 2,000 of in- 
come collected in each year; 


3% on the next $10,000 of in- 
come collected in each year; and 


2% on the balance of income 
collected in each year. 


The previous requirement as to the 
rendition of an annual account to 
the beneficiary in connection with 
the annual rest (S.C.A., sec. 285, 
subd. 7) is not continued in the 
new language, and is one of the 
defects which the governor com- 
mented upon as requiring curing. 


Subdivision 1-b of the new section 
completely changes the law and 
practice with respect to a testamen- 
tary trustee’s commissions on prin- 
cipal. _Whereas the old law for- 
merly made the quantum of these 
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Recent Changes in New York Law Governing Trustees’ Commissions 


commissions dependent upon the 
amount of principal actually admin- 
istered (i.e., received and paid) and 
conditioned the payment thereof to 
the trustee upon the judicial settle- 
ment of his account, the new act 
makes the amount of regular prin- 
cipal commissions dependent upon 
the amount of income collected 
(with certain exceptions)“ by fix- 
ing them at 110% of the income 
commissions for each year. By this 
enactment, the former receiving 
and paying commissions on princi- 
pal, as well as the large body of 
case law developed thereunder, 
have been supplanted by this new 
and revolutionary method of com- 
putation.?) 

In the Aurlbut®) case, the first 
accounting proceeding before him 
which involved the interpretation 
of this new act, Surrogate Foley 
overruled the trustees’ request for 
an allowance of principal commis- 
sions under the former law, for re- 
ceiving the fund accounted for. He 
restated the long established New 
York rule with respect to commis- 
sions to the effect that “they will 
be awarded under the method of 
computation and at the rates fixed 
by the law in effect at the time of the 
making of the decree judicially set- 
tling the account of the fiduciary.” 
Pointing out, however that this 
rule “may yield where there is an 
express or fairly implied intent 
shown in the applicable statute 
which either confines the commis- 
sion to a definite period or directs a 
prospective basis only from the ef- 
fective date of the statute,” the 
Surrogate held “that the legislative 
intent expressed in the new section 
clearly comprehended that the new 
rates of principal commissions 
should be allowed prospectively 


only, and beginning September 1, 
1943. Principal commissions under 
the new formula cannot be based 
upon any income upon the trust earned 
prior to that date. Under the legis- 
lative plan principal commissions 
can only we withdrawn or allowed 
at the expiration of the first year of 
the effective operation of the new 
statute expiring on August 31, 
1944. The amount of income col- 
lected will then be known for the 
first time and principal commis- 
sions at the rate of 110 per cent of 
income commissions may then be 
withdrawn or allowed by a decree. 
A similar rule applies to each suc- 
cessive year of the duration of the 
trust.” 

A further complication in connec- 
tion with the application of this 
new method is added by the lan- 
guage of the first sentence of sub- 
division 6, which modifies the gen- 
eral rule by providing that in mak- 
ing computation of principal com- 
missions “the net amount of rents 
collected and not the gross amount 
shall be used.” The term, “net 
amount of rents collected,” appear- 
ing in the text of the statute (in 
opposition to the gross amount) 
must be deemed, in the light of the 
history of the Swartz-Schinasi rule, 
to be synonymous with “net rents” 
as defined by Surrogate Delehanty 
in Matter of Schinasi (161 Misc. 636, 
643; aff’d., 252 A. D. 82, 83-84), 
viz., “the amount distributable ben- 
eficially to the persons interested in 
the estate and hence is the balance 
left after payment of housekeeping 
charges, mortgage interest, taxes, water 
rents, brokerage, management expenses 
and every other operating charge, 
plus the five per cent charge on the 
gross...” It is apparently the in- 
tent of the sponsors of this legisla- 


(1) These exceptions are the special provisions with respect to minimum commissions 
contained in subdivision 3 of the new section, and the special lump sum commission allowance 
authorized in subdivision 9 thereof. Both will be discussed later in this article. 


(2) Estate of Harold W. Hurlbut, New York Law Journal, November 5, 1943, page 1217, 
Surrogate’s Court, New York County, opinion by Mr. Surrogate Foley. 


1943 


53 








The New York Certified Public Accountant 


tion’) not to abrogate the Swartz- 
Schinasi rule (277 N. Y. 252) per- 
mitting income commissions to be 
computed on the gross rentals. 
However, since the computation of 
principal commissions is made de- 
pendent upon the amount of in- 
come commissions, it now becomes 
necessary under the language of 
the statute tu make a separate com- 
putation of principal commissions 
based on net rentals, in. order to 
comply with the limitation imposed 
by the previously quoted language 
of subdivision 6. 

Another result of this new method 
of computing principal commissions 
as 110% of the income commissions 
is that now trustees will, in effect, 
receive paying commissions on real 
estate forming a part of the trust 


corpus. Since they are entitled to 


commissions on the income from 
the realty, they thus become en- 
titled to full annual principal com- 
missions, subject only to the pre- 
viously noted requirement that 
they be computed on the basis of 
the net rents. 

It should also be noted that sub- 
division 1-b was likewise singled 
out for criticism by the governor 
on the ground that it did not place 
a ceiling upon the total amount of 
annual principal fees chargeable in 
cases where the life of the trust 
was of long duration. He recom- 
mended an amendment to accom- 
plish this result. 


From the point of view of the 
fiduciary, one important effect of 
subdivision 1-b is to place the pay- 
ment of principal commissions on 
an annual basis, with the obvious 
income tax advantages resulting 
therefrom. 


Subdivision 2 provides, as follows: 

“A trustee of a testamentary 
trust who has received a com- 
mission on principal prior to the 
date this section becomes effec- 
tive shall receive commissions 
from principal hereunder only 
after the amount of commission 
from principal to which he other- 
wise would have been entitled 
hereunder exceeds the amount 
which he has received prior to 
such date.” 


This also produces an ambiguity, 
by reason of the varying interpre- 
tations ascribable to the phrase, 
“the amount of commission from 
principal to which he otherwise 
would have been entitled here- 
under,” which is the amount to be 
offset against any commissions pre- 
viously received under the old law. 
In an anlysis of the provisions of 
the new law made shortly after its 
enactment, Surrogate Foley sug- 
gested two possibilities“ in this 
connection: (1) Principal commis- 
sions previously taken under prior 
decrees “must be absorbed by com- 
putations at the new method be- 
ginning on and after September 1, 
1943, the effective date of the stat- 
ute.”6) (2) “The amount of prior 
principal commissions may be wholly 
or partly absorbed by computing 
principal commissions at the new 
rate from the inception of the trust 
regardless of the fact that a decree 
awarding commissions has _ been 
made. If this method would not 
absorb the amount of all the com- 
missions taken, the balance will be 
absorbed by the computations on 
and after September 1, 1943, in 
order to comply with the provisions 
of this new subdivision.” 


(3) “The New Law Affecting Commissions of Trustees in New York State”, by Bernard 
A. Gray, Chairman of the Committee on Legislation, Trust Companies Association of the 
State of New York; The Trust Bulletin, May, 1943, Vol. 22, No. 9, page 14. 


(4) “Inheritance Law Changes”. by Surrogate James A. Foley, (Part Two), New York 


Law Journal, July 13, 1943. 


(5) Mr. Gray appears to concur in this viewpoint. Op. cit., page 13. 
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Recent Changes in New York Law Governing Trustees’ Commissions 


When the issue ultimately came 
before him judicially, he decided it 
along the lines of the first stated 
interpretation, holding that “where 
a trustee has been paid receiving 
commissions awarded to him. by a 
decree he is forbidden to withdraw 
any further commissions after Sep- 
tember 1, 1943, over a period of 
years until the amount of the pre- 
vious payment of receiving com- 
missions has been absorbed by the 
annual allowance for commissions 
under the new formula.” © 

This ruling was illustrated by the 
court in a reference to a hypothet- 
ical trust with a principal of 
$100,000, earning 4% annually, and 
upon which a $1,010 commission 
for receiving principal had already 
been paid at the former statutory 
rates, pursuant to an award under 
a prior decree. Under the new law, 
the annual income commissions 
would be $180 and the annual prin- 
cipal commissions would amount to 
$198. It would take approximately 
five years for the new principal 
commissions to equal the amount 
previously paid under the prior de- 
cree and, until this amount has 
been recouped, the Surrogate holds 
that the withdrawal or payment of 
principal commissions under the 
new section is tolled. 


Under this ruling, it makes no 
difference whether receiving com- 
missions have or have not been pre- 
viously paid to a trustee. Neither 
will receive any principal commis- 
sions based upon income earned 
during any year before the new 
law went into effect. The trustee 
who has not received a prior award 
begins the withdrawal of annual 
principal commissions immediately 
upon the completion of the first 
year after the effective date of the 
new statute. The trustee who has 
already received a prior award must 
first completely offset the amount 


(6) Estate of Harold W. Hurlbut, supra. 
1943 


thereof against these same commis- 
sions earned after the effective date, 
before he can withdraw any further 
allowance. [n this fashion, the pros- 
pective operation of the new statute 
with respect to principal commis- 
sions is thus made uniform. 

This ruling might conceivably be 
further extended to produce a prob- 
ably unintended result. Since the 
language of the statute requires 
that principal commissions previ- 
ously taken be absorbed by compu- 
tations under the new method, this 
would necessarily include not only 
receiving commissions, but also 
paying commissions on partial dis- 
tributions of principal theretofore 
made. Inasmuch as the principal 
has already been reduced by such a 
prior distribution, the assets thus 
previously paid over are obviously 
not on hand thereafter to produce 
income. And since income, in turn, 
is now the only basis for ordinary 
principal commissions (except as 
modified in subdivision 3 in con- 
nection with minimum commis- 
sions), it thus follows that princi- 
pal commissions previously awarded 
on partial distributions are charged 
against the fiduciary without the 
corresponding opportunity on his 
part to recoup them under the new 
method of computation. 


Subdivision 3 prescribes the fol- 
lowing minimum rates of principal 
commissions (diminished, of course, 
by previous commission allowances) 
for testamentary trustees acting at 
a time of distribution of principal: 

5% on the first $2,000 of princi- 

pal distributed ; 

21%4% on the next $20,000 of prin- 

cipal distributed; and 

2% on the balance of principal 

distributed. 


If such distribution be made within 
five years from the date of the 
trustee’s qualification, the rates of 
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minimum principal commissions are 
reduced by one-half. 

The subdivision also provides 
that in the application of these 
rates, consideration shall be given 
to the total amount of any previous 
distributions of principal. Also, 
that in making any computation 
of commissions thereunder, the 
value of any real or personal prop- 
erty shall be considered as money. 
Although the corresponding pro- 
vision of the old law (S.C.A., Sec. 
285, subd. 5) also included the 
words “and the increment thereof” 
in this connection, the writer does not 
believe that this would affect the 
result since, in evaluating property 
remaining on hand, consideration 
must necessarily be given to its 
then market value, which would be 
inclusive of any such increment. 

Subdivision 4 provides that a trus- 
tee of a perpetual charitable trust 
shall receive his regular annual 
commissions on principal and in- 
come (in accordance with S.C.A., 
sec. 285-a) until the termination of 
any preceding life interests therein ; 
thereafter, he shall be entitled to 
income commissions at the rate of 
5% of income collected, and to no 
principal commissions. 

Subdivision 5 of this new section 
regulates the allowance of multiple 
commissions in large estates by 
providing as the criterion therefor 
the following language, “If the 
gross value of the principal of the 
trust amounts to one hundred thou- 
sand dollars or more at the time of 
the receipt thereof by the trustee OR 
the last judicial settlement of the 
trustee’s account .. .” (italics ours). 
The old rules predicated the allow- 
ance of one or more commissions 
upon “the gross value of the prin- 
cipal of the estate of fund accounted 
for” (italics ours), and thus made 
mandatory a judicial supervision of 
the appraised values set forth in 
the account submitted for settle- 
ment. Moreover, since the language 
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of the new section is in the dis- 
junctive, it would seem that mul- 
tiple commissions must be allowed 
if the gross value of the principal 
is one hundred thousand dollars or 
more at either time mentioned 
therein and irrespective of the said 
gross value at all other times. This 
interpretation produces no difficulty 
in its application if the original 
fund received is in excess of the 
stipulated amount; however, if it 
reaches that figure on some subse- 
quent judicial settlement, the ques- 
tion presents itself as to whether 
the rule will be applied retroac- 
tively, particularly in the event that 
prior decrees allowing but a single 
commission have been entered. This 
phase of the new statute will un- 
doubtedly also be judicially con- 
strued at the earliest opportunity. 

Subdivision 6 continues the previous 

% commission for collecting the 
rents of and managing real prop- 
erty. The new language in this sub- 
division which predicates the com- 
putation of principal commissions upor 
net rents has already been discussed 
hereinabove under subdivision 1-b. 

Subdivision 7 states that where the 
will provides a specific compensation 
to a testamentary trustee, he shal! 
not be entitled to any other allow- 
ance for his services unless the speci- 
fic compensation be renounced by 
him by a written instrument filed 
with the surrogate within four 
months from the date of filing his 
oath of office. 

Subdivision 8 continues the provision 
previously contained in the preamble 
of former section 285, by which a 
trustee is allowed his just, reason- 
able and necessary expenses actually 
paid by him and such compensation 
for legal services in connection with 
his official duties as the surrogate 
deems just and reasonable. 

Subdivision 9 is an entirely novel 
provision under which a surrogate. 
in the exercise of his discretion and 
after notice to all interested parties. 
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may allow a testamentary trustee, in 
addition to his regular principal and 
income commission, such additional 
compensation as under the circum- 
stances may be just and reasonable, 
if his duties have been unusually 
difficult or burdensome, or if for any 
other reason the regular commis- 
sions are not deemed adequate com- 
pensation for the services rendered. 

This unique section was also singled 
out by the governor for criticism, 
and he recommended an amendment 
excising it. While it remains in 
force this power and authority will 
probably be sparingly, if ever, used 
by the surrogates.” 

Another law regulating the com- 
missions of all fiduciaries was enacted 
as chapter 500 of the Laws of 1943 
(effective April 15, 1943), and created 


(7) Estate of Harold W. Hurlbut, supra. 


a new section 285-b of the Surro- 
gate’s Court Act.) This statute 
prescribes the procedure and neces- 
sary concomitant safeguards, under 
which a fiduciary may now obtain a 
commission allowance without the 
necessity of the filing of an inter- 
mediate account. In view of the 
provisions of subdivision 1-b of the 
new section 285-a of the Surrogate’s 
Court Act, this section would seem 
to be superfluous as far as trustees 
are concerned. 

The aid of the courts in construing 
these radical and far-reaching statu- 
tory changes and in resolving the 
many uncertainties inherent in their 
application to specific cases is eager- 
ly awaited by practitioners in this 
field. 


(8) There are now two sections so numbered: the one created by this act, and that created 


in chapter 694. 








Somewhere... 


an American sailor’s life has just been saved by 
a transfusion of blood, collected by the Red 
Cross and put on his ship by the Red Cross. 
Remember this when you're asked to give or 


give again to the RED CROSS WAR FUND 
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Accounting Problems in War Contracts 


By Maurice E, Petouset, C.P.A. 


HE cost accountant before the 

present war often met with dis- 
couragement from management based 
on the proposition that costs might 
be interesting but were not ex- 
tremely important because they did 
not make any direct difference in the 
amount of money spent or saved. 
We all made about the same answer, 
which was that the increased effi- 
ciency and hetter control brought 
about by a good cost system would 
result in substantial savings. These 
statements were, I think, generally 
true but. were far too often disre- 
garded. With all the troubles that 
cost accouniants, industrial account- 
ants, and their advisers labor under 
at present this, at least, is one from 
which they do not now suffer. In 
these times differences in cost may 
represent actual and immediate 
money loss or they may represent 
money received improperly. We may 
not be living in a cost-plus economy 
but we are certainly living in a cost 
economy. Almost everything con- 
nected with war contracts eventually 
turns on cos‘s or estimates of costs. 


Return to Older Methods 


One rather strange result of this 
is that methods which we had come 
to think of as the most scientific and 
accurate are, if not discarded, at 
least put in the background while 
somewhat elementary and primitive 
methods have regained the favor 
which they lost many years ago. 
This occasion and particularly the 
fact that it is under the auspices of 
the great university where I ab- 
sorbed the elements of cost account- 
ing, under the inspiring guidance of 
John R. Wildman, whom so many of 


you knew and respected as I did, 
brings back to my mind his clear 
and forceful statements of the basic 
principles of job costs. These, 
though not forgotten, have been 
long obscured by the development 
of process costs, costs based on ma- 
chine rates or service centers, and 
the numerous variations and appli- 
cations of what we think of broadly 
as standard costs. Many of us who 
are forced to deal with the problems 
of war contracts might paraphrase 
the famous poem and say: “Turn 
backward, turn backward, O, Time, 
in thy flight, And make me a job cost 
man while the boys fight.” There 
are no statements made anywhere by 
anyone in authority which forbid or 
which even directly discourage the 
use of standard or process costs or 
machine-hour rates. The “Expla- 
nation of Principles for Determina- 
tion of Costs Under Government 
Contracts,” familiarly known as the 
“Green Book,” specifically states 
that costs on any recognized basis 
including standard costs, when va- 
riances are applied to bring them to 
actual, will be considered as a proper 
and suitable method. However, it 
is quite clear that all government de- 
partments prefer a statement of cost 
in which the nature rather than the 
purpose of the expenditure is the 
basis of classification, that is, the 
statement which is desired is one 
showing raw materials, purchased 
parts, direct labor, depreciation, 
amortization of deferred charges, 
and all the other elements of cost 
arranged by what they are rather 
than by the process or operation to 
which they apply. Statements show- 
ing the costs of various processes to 
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which the different elements are dis- 
tributed are often of more value to 
management and should be of more 
value to government agencies than 
those prepared by the rather primi- 
tive method of classifying the ac- 
counts by the nature of the items. 
Companies using process or func- 
tional costs may find it impossible to 
prepare statements according to the 
nature of the items. Where this is 
true, an attempt should be made to 
persuade the authorities to accept 
the costs as shown by the compa- 
nies’ records. In general, the total 
statement of costs showing the ele- 
ments according to their nature and 
the job cost for individual contracts 
will be received with the greatest 
favor by government agencies. Other 
methods of presentation may be 
more revealing or possibly more ac- 
curate, but it is better on the whole 
to present what is wanted, which is 
simple, rather than something bet- 
ter, which may appear more compli- 
cated. We should emulate the not 
overintelligent squire in Locksley 
Hall and “Answer to the purpose, 
easy things to understand.” 


What Can Happen to a War 
Contract 


When we examine our accounting 
system to decide whether it is suit- 
able for the purposes of war con- 
tracts, or whether any amplification 
or revision is needed, we should bear 
in mind what can or does happen to 
a war contract. Broadly speaking, 
four things need to be considered, 
some of which happen to every con- 
tract and three of which happen to 
most contracts. These four things 
are negotiation, completion, termi- 
nation, and renegotiation. That is, 
we must get the contract, we must 
fulfill it, or stop it, and generally, we 
must try to retain some of the profit 
we think we have made on it. 


Original Negotiation 
In the original negotiation of war 
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contracts, costs play an important 
part. If the contract is let by com- 
petitive bidding, usually the only 
guide which the’ contractor has for 
his bid is his estimate of costs plus 
what he considers to be either a rea- 
sonable. profit or a margin not 
greater than that used for the same 
purpose by his competitors. 


Where the contract is negotiated 
with one supplier rather than let on 
a competitive basis, the negotiation 
turns largely on costs. While these 
costs are only estimates, it is never- 
theless true that the contractor 
should draw up his statements with 
great care and with a full sense of 
responsibility, as there have been 
cases where what appeared to be 
gross and intentional overstatements 
of costs in such estimates have been 
the basis of charges of fraud. Here 
again the figures on which an esti- 
mate is based may very well be in 
the first instance process costs or 
costs developed from machine-hour 
or service-center rates. If the orig- 
inal calculation is so based, it may 
be impossible to recast it in the sim- 
pler and more popular form showing 
material, direct labor, overhead, and 
depreciation and other items in detail 
according to their nature. It does 
not seem to me that cost estimates 
prepared on this basis are as good 
for purposes of comparison between 
contractors as those based on process 
costs, but there is little doubt that 
the government agencies prefer or 
even prescribe them in this form. 
It would seem to me more informing 
to be told that the entire cost of a 
certain heat treatment was so much 
per unit and the cost of machining 
was so much per unit, and so on 
through the process of manufacture, 
than to be told that there was so 
much direct labor, indirect labor, 
factory supplies, power, and all the 
other various items required to pro- 
duce the part or device. However, 
this is merely a personal opinion 
and should be disregarded when pre- 
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paring cost estimates. If we assume 
that the contract is completed and 
all material covered by it is deliv- 
ered, we should still have accurate 
costs for the contracts, even though 
it is for a lump sum or at a fixed unit 
price. The principal reason for this 
is that the next contract for the same 
or a similar article will be based 
largely on the cost of the former 
work. While renegotiation of the 
first may be on an over-all basis, it 
is usually the desire of the price ad- 
justment boards to reduce future 
prices and it is, therefore, desirable 
to have accurate and detailed cost 
information on completed contracts. 


Termination 


If the contract is terminated be- 
fore completion, then accurate costs 
are absolutely necessary. Procure- 
ment Regulation No. 15, governing 
the termination of Army contracts, 
goes into the requirements for ac- 
counts and statements at termina- 
tion in considerable detail at para- 
graph 88, 15-400. Here again we 
have a clear statement of the agen- 
cies’ and departments’ desire for 
statements to be prepared showing 
items by their nature rather than by 
their purpose. These termination 
statements and claims are excellent 
illustrations of the fact that cost ac- 
counting is no longer merely descrip- 
tive and analytical but has become 
the criterion of the propriety of pay- 
ments where any deviation from a 
standard of accuracy, which is at best 
theoretical and is in practice unap- 
proachable, means a cash loss or gain 
to the parties to the contract. 


New Responsibilities of Accountants 


This change in the position and 
responsibility of the cost accountant 
is, | think, more fully appreciated by 
the government departments and 
agencies than by the contractors. 
Everyone with any experience in 
cost accounting, whether he is re- 
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sponsible for the preparation of 
statements and costs or whether he 
uses them for some administrative 
purpose, knows perfectly well that 
in a business of any size or complex- 
ity the true, real, absolute, and per- 
fect cost of any article or process is 
a sort of Platonic idea, a norm which 
is constantly being approached or 
passed but which is never reached 
exactly. This is not a particularly 
alarming state of affairs and has no 
great practical significance. We all 
know that business in general is run, 
to a large extent, on the best calcu- 
lation of probabilities that we can 
make from time to time and that 
business judgment is often the abil- 
ity to recognize changes in condi- 
tions which make it necessary to 
change estimates of probabilities. 
When we buy materials, we do not 
test every piece, we do not ordinarily 
inspect every part after every proc- 
ess ; we work on the assumption that 
there is a certain uniformity and con- 
tinuity in materials and in operation. 
Each unit ot the finished product 
may have a final inspection to see 
that it passes certain operating tests, 
but this does not mean that each 
component part is given a final in- 
dividual examination. 


So it is with costs. We make the 
best allocation we can of every item 
except those which are positively 
and directly used on the product. 
The direct items are surprisingly few 
and many of those which appear to 
be direct are far from being so. For 
instance, a machine tender may have 
six machines under his supervision. 
His wages would generally be con- 
sidered direct labor. However, even 
here assumption and allocation are 
involved. We assume that his time 
is divided evenly between his ma- 
chines and that the work which he 
does on each machine is of equal 
value. This is a fair, practical as- 
sumption and produces a cost which 
is a proper basis for a selling price or 
for contract negotiation. The facts, 
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Accounting Problems in War Contracts 


from an operating point of view, may 
be entirely different.. He may spend 
half his time on one machine which 
is not working badly enough to re- 
quire a special mechanic or machine 
setter but which is in need of minor 
adjustment. This condition may last 
for a day or a week and the foreman 
of the department may be quite in- 
terested in knowing exactly what is 
happening. For a cost on which to 
base a contract price, the average of 
the time on all six machines is not 
only good enough but is more cor- 
rect than what happens to be the ac- 
tual time on each machine for a spe- 
cific period. The point of this long 
and somewhat elementary statement 
of the nature of cost is to make it 
clear that the industrial accountant 
is not and never has been a mere 
fact-recording machine. Whether he 
likes it or not, he must constantly 
make decisions which, before costs 
assumed their present importance, 
were serious enough in their effect 
and influence on management, pol- 
icy, and operations and which now 
have a direct and important bearing 
on the profits, reputation, and even 
existence of the enterprise. 


If the cost or industrial accountant 
cannot expect to achieve absolute 
and final accuracy in his costs, he 
can arrive at something almost 
equally, good and which will have 
very much the same appearance, 
that is, consistency. This can hardly 
be overstressed — nothing is more 
disturbing than inconsistency to any 
outside reviewer of accounts whether 
he be a contracting officer, a govern- 
ment auditor, or a public accountant. 
To see two statements both of which 
are substantially right but which are 
each a little different from the other 
always raises doubts. As we have 
shown, no experienced cost man ex- 
pects complete accuracy, but any re- 
viewer of accounts or statements is 
entitled to the assurance that the fig- 
ures in front of him represent the 
considered opinion of those responsi- 
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ble for their preparation or state- 
ment. 

It is, therefore, of the utmost im- 
portance for every contractor to 
make up his mind on questions like 
the bases of distribution of overhead 
and indirect labor; how he will treat 
overtime and shift-work premiums; 
how he will handle scrap credits, if 
this is an important element in his 
operation; how he will treat waste 
and spoilage ; what inventory method 
he will adopt; and all the other ques- 
tions which arise when he is setting 
up his costs. Asa rule, a reasonably 
sound method, definitely stated and 
consistently adhered to, will not be 
disputed. The mere positive asser- 
tion of an unsound principle will 
probably not get the contractor very 
far, but where there is any choice 
if the contractor plainly indicates his 
preference and sticks to it, there is 
little likelihood that it will be chal- 
lenged. Apart from clearly wrong 
and inapplicable methods, the one 
thing which will cause doubt and 
suspicion in the mind of the contract- 
ing officer is apparent uncertainty or 
inconsistency in the use of account- 
ing methods and bases. 


Perhaps it may be thought that 
this point of consistency is being 
unduly labored but when we con- 
sider the number of statements 
which have to be made from one set 
of accounts at the present time, it is 
far from simple to be sure that the 
same thing is being treated in the 
same way for corporate statements, 
reports to the Securities and Ex- 
change Commission, federal income 
and excess-profits-tax returns, state 
income-tax returns, cost estimates 
for use in bidding or in negotiating 
contracts, claims for progress pay- 
ments, statements required by banks 
making “V” loans, statements for 
ordinary credit purposes, statements 
covering claims for losses on termi- 
nation, and statements for purposes 
of renegotiation. These are only a 
few of the many types of statements 
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now required by various regulatory 
and other bodies. I have tried to 
make the list reasonably comprehen- 
sive but probably any experienced 
accountant can think of three or four 
more additions to it. 

Some of these statements, such as 
reports to the Securities and Ex- 
change Commission and corporate 
statements, are public property ; oth- 
ers, such as federal income-tax re- 
turns, are open, under certain condi- 
tions, to other agencies, and there 
are none of them which the contrac- 
tor would usually refuse if de- 
manded by any interested govern- 
ment agency. Just how carefully 
and frequently these different reports 
are compared and analyzed by the 
departments and agencies concerned 
I do not know, but I am quite sure 
that this analysis and comparison is 
made use of and I am equally sure 
that inconsistencies can hardly fail 
to prejudice the contractor. 


The new role which has been 
forced on the cost and industrial ac- 
countant and on his professional ad- 
visérs increases his importance and 
responsibility, but also, at the same 
time, increases his difficulties and, to 
some extent, limits his freedom of 
action. Making a statement based 
on the cost accountant’s opinion of 
the correct distribution of expenses 
under certain conditions and as- 
sumptions, which will be read by 
men familiar with the conditions 
under which it was drawn up, is a 
very different thing from making a 
claim or statement where every fig- 
ure is subject to critical analysis and 
means the receipt or disbursement of 
cash. 

This is a responsibility which has 
seldom before been laid on the cost 
accountant. About the best advice 
which can be given is not that of 
Davy Crockett — “Be sure you are 
right, then go ahead” — but rather 
“Be sure you are approximately 
right, on the basis stated, and pro- 
ceed cautiously.” 
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Methods of Proration and Allocation 
of Expense in Termination 


In no other application of cost ac- 
counting to war contracts is the part 
which judgment and opinion plays 
in the determination of cost more 
important than in the termination of 
contracts where less than the total of 
all contracts are terminated, because 
in such a situation no general or 
over-all method is possible. It is a 
truism in cost accounting that as 
soon as we make an allocation or dis- 
tribution, judgment and _ opinion 
enter the picture and the probability 
of exact accuracy disappears. It is, 
therefore, of the utmost importance 
to examine the methods of proration 
and allocation in use and to be pre- 
pared to defend those which the con- 
tractor feels are appropriate for his 
business. 


Expenses Incurred for Protection 
and Preservation of Govern- 
ment Property 


The general characteristics of 
termination have been discussed fre- 
quently by men connected with the 
different agencies and by independ- 
ent attorneys, accountants, and oth- 
ers. I do not propose to go into that 
here but there is one purely account- 
ing feature which deserves very care- 
ful attention—that is, expenses sub- 
sequent to termination, incurred for 
the account of the government, for 


the preservation or protection of 


government property or incurred 
under orders of the government. 
These expenses constitute the only 
exception, I think, to the general’ 
limit on termination settlements 
which requires that the settlement 
shall not be greater than the original 
contract price. They should be re- 
corded with great care and any 
proper proportion of indirect ex- 
penses should be allocated to protec- 
tion and preservation of government 
property subsequent to termination. 
There are many cases where serious 
inconvenience and heavy loss may 
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result by the failure by the govern- 
ment to remove and provide storage 
space for bulky inventories for raw 
material or semifinished goods which 
become the property of the govern- 
ment on termination. There are a 
number of questions which arise 
under this type of expense. For in- 
stance, is a contractor entitled to any 
more than a storage charge when 
material is left in his plant which 
prevents or delays his engaging in 
another type of business when that 
contract is terminated? The con- 
tractor would not think of using a 
large part of his plant for storage 
under ordinary circumstances and in 
a case like this he loses at least his 
overhead, which would be ordinarily 
charged to conversion and rehabili- 
tation. He may even have a claim to 
profit of which he has been deprived 
by the compulsory use of his plant 
for the storage of materials which 
are not his property and are of no 
value to him. There may be other 
indirect expenses and losses caused 
by the failure of the government to 
care for or remove its property be- 
yond the obvious and immediate 
charges. It is the responsibility of 
the industrial accountant to satisfy 
himself of the existence or absence‘ 
of such a condition. 


Accounting Requirements for 
Termination 


The requirements for termination 
in statements and procedure are set 
forth clearly and in considerable de- 
tail in paragraph 88.15-400 of Pro- 
curement Regulation No. 15, and 
these are, or should be, familiar to 
anyone responsible for contract ter- 
mination. While it would not be 
profitable to take the time to go 
through the regulation in detail, in 
general it contemplates settlements, 
contract by contract, and it requires 
a considerable amount of detail on 
each contract. Paragraph 88.15-411 
states: “There is no justification for 
obliging a contractor to maintain an 
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otherwise unnecessarily elaborate 
cost-accounting system merely be- 
cause of the possibility that his 
lump-sum contracts may be termi- 
nated for the convenience of the gov- 
ernment.” While I have no doubt 
that the various departments and 
agenciés are quite sincere in wishing 
to relieve the contractor of any un- 
necessary record keeping, I do not 
think statements of this sort have 
much value. It is certainly true that 
the contractor will get nothing he 
does not ask for. It is equally true 
that if he asks for something and 
cannot back up his request with rea- 
sonably detailed statements, he will 
not get it. Contracting officers and 
those having to do with termination 
generally can act only on what is 
presented tothem. They are neither 
diviners nor magicians and they 
have no right nor authority to build 
up a case for the contractor. It 
seems to me that the function of 
statements and accounts in termina- 
tion is strictly protective and defen- 
sive and can hardly be otherwise. 
The contractor’s statement is a 
claim and while it is quite true that 
the agency against which the claim 
is made may not require elaborate 
data, it is equally true that insuffi- 
cient data will result in inability to 
prove the contractor’s case and the 
points which are omitted and uncer- 
tain will be decided against him. The 
descriptions of the various reviews 
to which the statements will be sub- 
jected indicate quite clearly the 
points which should be brought out. 
Great stress is laid on the reason- 
ableness of the various items and on 
the use of recognized accounting 
principles in their preparations and 
the statements should be in at least 
enough detail to make it clear that 
the figures are reasonable and 
soundly based. 


Accounting Statements Required 
in Renegotiation 
The accounting requirements under 
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renegotiation proceedings are in gen- 
eral simpler than those of contract 
termination. The general use of the 
over-all method of renegotiation pre- 
cludes the necessity for calculating 
costs contract by contract. We have 
in general two accounting problems 
under renegotiation—first, the gen- 


eral statements required and, sec-. 


ond, the specific information on re- 
negotiable contracts in total. The 
general information is not difficult 
to obtain from any well-kept set of 
books where accounts are kept by 
the nature of the items rather than 
by their purpose or, if accounts are 
kept by processes or departments, 
where these may be readily broken 
down into their elements according 
to the nature of the item. An income 
account for years ending in the year 
1936 to the present time is generally 
required and some of the supporting 
data covers the whole period while 
other information covers 1940 to the 
present time. These requirements 
are clearly stated in the letters sent 
to contractors when renegotiation 
proceedings are begun, and they 
generally cause little difficulty. It is 
often desirable to supplement the in- 
formation required by greater detail 
on items which may be questioned 
or which may have some bearing on 
any outstanding or exceptional per- 
formance of the contractor. If, for 
instance, engineering salaries are 
very heavy this may be, instead of 
a doubtful item, an indication of an 
exceptional contribution to the war 
effort and in this case supplementary 
data should be prepared. If certain 
types of expense are disproportion- 
ate between years because of 
changed or improved methods, sup- 
plementary data to explain this 
should be given. 


Renegotiable and Non-renegotiable 
Business 


Preparation, however, of required 
statements is not the really serious 
accounting problem in renegotiation. 


oF 


If, as is usually the case, the con- 
tractor has some business which is 
renegotiable and some which is not, 
the problem of allocating his sales 
between the two is a serious one as 
every dollar of sales which is not re- 
negotiable generally means an .addi- 
tional retained profit. The mere fact 
that all material used by a contractor 
is obtained under priorities or under 
the controlled materials plan or 
under some other method of govern- 
ment control, does not mean that his 
entire business is renegotiable. 
There are several industries which 
receive as much consideration in the 
allocation of critical materials as 
those which are directly engaged in 
production for the War or Navy De- 
partments. Among these are rail- 
roads and other transportation, pub- 
lic utilities, mining, and the petro- 
leum industry. Until recently it was 
thought that contracts with the De- 
fense Plant Corporation were not re- 
negotiable but these, as well as con- 
tracts with other subsidiaries of the 
Reconstruction Finance Corporation, 
are now included with renegotiable 
business. 


Offhand, cne would say that it 
should be a simple matter to deter- 
mine whether a sale was made to the 
government or not, but this is, in 
fact, an accounting and statistical 
problem of the greatest complexity 
and difficulty where anything but 
direct contracts with the specified 
agencies and departments of the 
government are concerned. For a 
contractor producing material used 
directly in the war effort such as 
shells, ships, uniform cloth, shoes, 
and the like, the problem is not seri- 
ous, but where an article or material 
is produced which has a fairly gen- 
eral use for both industrial and mili- 
tary purposes or where the product 
is subject to further processing, the 
question becomes extremely compli- 
cated. A company producing the 
primary forms of metal, such as steel 
copper, brass, or other alloys in the 
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Accounting Problems in War Contracts 


form of tubes, rods, wires, or sheets 
has the greatest difficulty in deter- 
mining whether or not a given order 
is or is not a sale to the government. 
Copper wire or cable, for instance, 
may be sold to a dealer who is prop- 
erly authorized to purchase the ma- 
terial. He, in turn, may sell to a 
public utility, to a local short-line 
railroad, to a mining company, to a 
munitions factory, and to some es- 
sential civilian enterprise. The only 
way that the original seller can de- 
termine how much of the sale to the 
dealer is renegotiable is to get a 
statement from the dealer of the per- 
centage of his business which he 
thinks is, directly or indirectly, a 
sale to the government. It is also 
possible that some of the dealer’s 
sales may be partly and indirectly to 
the government but he may have no 
knowledge of this. The tendency of 
the price adjustment boards is to ex- 
tend the area of the renegotiable 
business as far as possible. Various 
methods of determining the end-use 
have been suggested by the price 
adjustment boards. In some cases, 
data furnished under the controlled 
materials plan has been used; in 
others, customers have been written 
to and occasionally general percent- 
ages for particular industries have 
¢been arrived at. In some cases, com- 
binations of all three of these meth- 
ods have been used. Most manufac- 
turers know, in a general way, the 
use to which most of their products 
are put, but it is rather surprising 
how large the area of uncertainty is 
when the manufacturer is required 
to make a positive statement of the 
exact use and.destination of his en- 
tire product. 


The maintenance of records de- 
signed to show as nearly as possible 
the use and destination of the contrac- 
tor’s product is not part of the cost 
system but it is a part of the general 
accounting and statistical records. 
This is usually part of the statistics 
prepared for the use of the sales de- 
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partment or for a continuing market 
survey or for other promotional pur- 
poses. While records of this sort are 
seldom exactly what is needed for 
renegotiation they can generally be 
adapted to the purpose. Where such 
records do not exist and where there 
is a problem of segregation between 
sales which are subject to or are not 
subject to renegotiation, some method 
should be devised before renegotia- 
tion proceedings are begun. 


April 28, 1942 Cut-Off 


Another difficult, but fortunately 
not recurring, accounting problem 
in renegotiation is the cut-off at 
April 28, 1942, between contracts 
completed and paid for before and 
after that date. Here again statisti- 
cal rather than accounting methods 
must frequently be employed if a 
great deal of unnecessary work is to 
be avoided. The price adjustment 
board, for example, has accepted a 
statement that the contractor’s terms 
of payment are generally met in 
place of tracing payments of each 
one of a large number of small in- 
voices. 


New Legislation for Renegotiation 


While we not know what the re- 
sults of the proposal to amend or re- 
peal the laws authorizing the rene- 
gotiation of government contracts 
may be, it is probable that there will 
be little change in the accounting re- 
quirements. There seem to be three 
possibilities — no amendment, amend- 
ment, and repeal. If the law stands 
as it is, the accounting requirements 
will be unchanged. If it is amended, 
more accounting work will probably 
be necessary, and if it is repealed, 
one of two things are almost certain 
to happen: the imposition of a one- 
hundred per cent excess-profits tax 
determined in somewhat the same 
manner as refunds under renegotia- 
tion but probably with more definite- 
ness and less finality or a fixed-per- 
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centage ceiling probably based on 
sales. There is not much value in 
speculating on the outcome of the 
efforts to improve the law, but the 
general opinion of those who should 
know is that amendment is the most 
probable result. In any case, rene- 
gotiation statements should cover 
not only what will or can be allowed 
but should also include items which 
the contractor may be almost certain 
will be disallowed. The reason for 
this is that the price adjustment 
boards take into consideration, in 
some way and to some extent, al- 
though we seldom have much posi- 
tive information on any particular 
contractor, factors indicating contribu- 
tion to the war effort, extraordinary 
inventive or administrative ability, 
financing without government aid, 
and the like. Amortization allowed 
for tax purposes but disallowed for 
renegotiation should be shown. Esti- 
mates for severance or dismissal pay, 
reconversion, maintenance of organi- 
zation during transition periods, de- 
ferred maintenance, and the various 
other charges and costs grouped 
under postwar reserves should be in- 
cluded in the statement. 


Items Which May Not Be Allowed 
Should Be Included in Renegotia- 
tion Statement 


There are other items which should 
be included whieh may be questioned 
by the price adjustment board, particu- 
larly those covered by Rule J-PAB-5 
of the Joint Statement by the War, 
Navy, Treasury Departments and 
the Maritime Commission on the 
purposes, principles, policies, and in- 
terpretations covering renegotiation, 
of government contracts. Just what 
is conveyed to the minds of the 
members of the price adjustment 
boards and is meant to be under- 
stood by: contractors by “recognize 
the properly applicable exclusions 
and deductions of the character” al- 
lowable for tax purposes, is far from 
certain. It is hoped that any amend- 
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ment to the present law will clarify 
this, but in the Joint Statement it 
would seem that the price adjust- 
ment boards feel that they are not 
required to make the exact deduc- 
tions which are made for income-tax 
purposes. Their idea of the word 
“recognize” seems to be to give the 
items a distant and perfunctory nod, 
admitting that they exist but dis- 
claiming completely anything ap- 
proaching intimacy or any intima- 
tion that they will be permitted 
within the charmed circle of costs 
which are allowable. I believe there 
is considerable disagreement with 
this attitude of the boards and there 
will in all probability be attempts 
made to alter this by statute. An 
interesting point brought up by the 
board’s attitude on the question of 
“recognize” and “of the character” 
is what they would do with a deduc- 
tion which is perfectly proper for 
corporate purposes and which is in 
general “of the character” of an 
ordinary tax deduction but which is 
precluded from consideration as a 
deduction because it is the result of 
or is connected with a so-called “tax- 
free transaction” under one of the 
provisions of section 112 of the In- 
ternal Revenue Code. We might, 
for instance, have machinery pur- 
chased by a corporation from an 1n- 
dividual for stock which might be 
temporarily tax-free under this sec- 
tion. It would not, of course, be 
permanently tax-free as the seller 
would have «# zero basis for his stock 
but under these provisions the cor- 
poration could not deduct deprecia- 
tion for tax purposes. Is this a de- 
duction “of the character” recog- 
nizable for tax purposes? I believe 
it is and I think the boards, under 
their own rulings, would be obliged 
to consider it. In any case, such a 
deduction should be shown in rene- 
gotiation statements as should also 
depreciation on property still in: use 
but entirely written off before the 
beginning of the war period. These 
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Accounting Problems in War Contracts 


items should be considered by the 
price adjustinent boards and the only 
way to insure their consideration is 
to put them in the statement. 


Postwar Reserves 


If, under the new legislation, post- 
war reserves are allowed for pur- 
poses of renegotiation and as deduc- 
tions for federal income tax, the 
accounting for them will probably 
be determined by the form of the 
law. Theré seems to be two possi- 
bilities: a general deduction to be 
made during the war without spe- 
cific description of the purposes to 
which the reserves are to be applie1, 
these to be specified after the war, 
and the reserves to be used within a 
certain definite time —#in principle 
the method proposed by Walter A. 
Cooper in his article in the Septem- 
ber, 1943, JouRNAL oF ACCOUNTANCY, 
or the specific designation of the na- 
ture and purpose of the reserves at 
the time they are provided. I hope 
the first proposal is adopted. There 
are many reasons for not being 
specific and restrictive in describing 
the nature and purposes of postwar 
reserves. We do not know when, 
and what is more important, we do 
not know how, the war will end. 
We know we will have many diffi- 
cult problems when the war ends or 
begins to end and we know what 
their general nature will be. This 
is very different from being able to 
say we will pay so much severance 
pay, we will spend so much on re- 
conversion, we will spend so much 
on deferred maintenance, or we will 
spend so much on development of 
new products. Ifthe law is amended 
to require specific reserves, the ac- 
countant will have to do his best to 
anticipate the unforeseeable and 
make his provisions on the heavy 
side. I think we all hope this will 
not be necessary, but it is preferable 
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to no reserves at all. In any case, all 
accountants will need to study every 
thing available on this subject. Here 
again we have one of those situa- 
tions where the actual receipt and 
disbursement of money and perhaps 
the existence of an enterprise de- 
pends on accounting judgments and 
decisions, and on accounting state- 
ments and their interpretations. 


New Demands on Accountants 


The atcountant—particularly the 
industrial and cost accountant—can 
no longer complain, as he did with so 
much justice in the past, that the 
cost accounting department was 
starved, that its statements were not 
understood and that its recommen- 
dations were disregarded. Now the 
situation is reversed. Management 
depends on accounts and costs as 
never before. The man who used to 
bring the money in was the sales- 
man. To a large extent, it is now 
the accountant who determines how 
much income the enterprise will re- 
ceive. Far from disregarding ac- 
counting recommendations, manage- 
ment now demands and expects al- 
most the impossible in the way of 
costs, records, statements, and fore- 
casts. Management is interested in 
these things now because they mean 
actual money paid or received. While 
accountants complain and_ speak 
pessimistically, as is their nature, I 
think they really welcome their new 
troubles and their new importance. 
I am told that when a new bishop is 
consecrated, at one part of the cere- 
mony he bows his head and says, 
“Nolo episcopari,’ meaning “I have 
no desire to be a bishop.” The cere- 
mony then proceeds; the bishop is 
consecrated, and he does the best he 
can with his new office. It seems to 
me that accountants are taking about 
the same attitude toward their new 
and heavier responsibilities. 
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The Functions of the Auditor and Comptroller of 


a Savings Bank During the War Emergency 


From the Viewpoint of the Certified Public Accountant 


By CuristTIAN OEHLER, C.P.A. 


HE subject is interpreted to mean, 

not what the public accountant 
thinks the functiois of the auditor and 
those of the comptrollers of a savings 
bank should be during the war emer- 
gency, but rather how these functions 
may be used to improve the quality of 
the services of the public account- 
ant under war conditions. The ques- 
tion of what the functions of these 
officials should be is primarily the 
problem of the management of the 
bank; and while the management 
might be interested in what the pub- 
lic accountant thinks, such a discus- 
sion would of necessity be from the 
viewpoint of the bank and hence 
beyond the scope of these notes. 
The functions of the auditor and 
comptroller from the viewpoint of 
the certified public accountant as 
distinguished from them, as consid- 
ered from the viewpoint of the bank, 
are those which may be utilized to 
assist the certified public accountant 
in making a more successful exami- 
nation. A primary point in such a 
discussion is the matter of how co- 
operation may be effected with a 
view to improving the quality of 
the public accountant’s services. A 
very important and serious objective 
is that of preventing the quality of 
these services from being allowed 
to deteriorate during the war emer- 
gency. 

The war emergency has brought 
many serious problems not only to 
the auditors and comptrollers of 
saving banks, but to the manage- 
ment of these banks and to the certi- 
fied public accountant who serves 
them. One of the most serious 





problems has been that of the short- 
age of trained personnel, particu- 
larly in the age-group of the younger 
men, to whom the banks and the 
public accountants alike look in 
seeking to develop men for the re- 
sponsible positions of the future. 
This shortage is not only an imme- 
diate problem, but a problem for the 
future as well; the shortage may be 
expected to continue for some time 
to come. 

Under these circumstances, it is 
well for all the parties at interest, 
the management of the banks, their 
auditors and comptrollers, and the 
certified public accountant whose 
clients they are, to review their du- 
ties in order that their respective 
functions may not be impaired. It 
may very well be that one of the 
results of this review will be the 
elimination of all the useless work. 
But this should not be the only re- 
sult to be attained. After the use- 
less work has been eliminated, it is 
quite within the realm of possibility 
that the services rendered may be 
improved in spite of the emergencies 
that exist or perhaps even because of 
them. 

It is customary for the auditor to 
assist the public accountant in mak- 
ing his examination. This assist- 
ance is very highly valued by the 
public accountant because he real- 
izes the importance of the intimate 
knowledge of the detailed operations 
of the bank possessed by the auditor. 
The extent to which the public ac- 
countant relies upon the assistance 
of the auditor may be readily appre- 
ciated when it is understood that the 
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Functions of Auditor and Comptroller of Savings Bank During War Emergency 


scope of the examination which the 
public accountant makes depends to 
a very large extent upon the in- 
ternal control; and the auditor of 
the bank is the focus upon which this 
internal control centers. The pub- 
lic accountant does not attempt to 
make the same type of examination 
fit every bank he examines; his ex- 
amination program is designed in- 
dividually for each bank because the 
program which will exactly fit the 
needs of one bank may be entirely 
inadequate to meet the needs of an- 
other. In planning the program, a 
review of the internal control is the 
starting-point; if the internal control 
is weak, the scope of the examina- 
tion must be more extensive than 
would be necessary were the in- 
ternal control strong. The presence 
of a well organized auditing depart- 
ment in a bank is one of the most 
effective means of internal control. 
Deprive the public accountant of 
the feeling of security that a well 
organized auditing department gives 
him, and his natural reaction will be 
that the scope of his examination 
will have to be very greatly extended. 

There are many ways in which 
the auditor can assist the certified 
public accountant. He can prepare 
a complete set of papers for the ex- 
aminer. It is easier to check a trial 
balance that has been taken than to 
prepare one. It is the usual pro- 
cedure for these trial balances to be 
prepared by the bank’s employees 
and submitted to the examiner for 
his use; so that this is not a new 
idea. But the auditor can go further 
and prepare most, if not all, of the 
other working papers; for example, 
analyses of accrued interest receiv- 
able, schedules for the examination 
of investments, bonds and mortgages, 
property acquired through foreclos- 
ure, and the like. Many times the 
public accountant spends a _ con- 
siderable amount of time on what 
is merely paper work that could be 
performed by the employees of the 
bank. If this is done by the bank’s 
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employees rather than by the pub- 
lic accountant, it is very likely that 
it will result in a saving to the bank. 

Generally speaking, it is not de- 
sirable for the auditor to perform 
routine work to be spot-checked 
later by the public accountant. It 
would be of little assistance, for ex- 
ample, to have the auditor check 
out trial balances prepared by clerks 
in the various departments. This 
work should be done in its entirety 
by the public accountant if it is done 
at all. But the auditor can assist 
in making certain that all the trial 
balances have been taken and are 
in proof. Whatever routine work 
is to be done in connection with the 
examination must be done by the ex- 
aminer himself. However, work of 
this character when performed by 
the auditor may have some real value 
to the C.P.A.; not in the sense that 
it, decreases the extent of his rou- 
tine work, but only in the sense and 
to the extent that it gives assurance 
that the records were in balance 
before he began work on them, or 
made the necessary information more 
readily available to him. 

The public accountant with the 
true professional approach to his work 
has always been anxious to keep the 
scope of his services of a routine 
nature down to the barest minimum 
consistent with the performance of 
a creditable piece of work, and to 
extend the scope of his services of 
a professional and consulting nature 
as far as his client will permit. 

An important piece of work of 
this character is the review of the 
work, not only of the auditing de- 
partment, but of the various operat- 
ing departments as well.. This is 
not being suggested because it is 
believed that the C.P.A. knows any 
more or any less than the bank’s 
employees. Unless he is in closer 
touch with his client’s affairs than 
is usually the case, he knows far less 
about the actual details of operations 
than they do. 

The review of these operations and 
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of the way in which they are being 
performed is none the less valuable. 
There is such a thing as being too 
close to a job. Many times the em- 
ployees of a bank continue to do 
things in a certain way precisely be- 
cause they have always done them 
that way. A stranger to the routine 
may be of very great assistance 
particularly if he is well-trained, be- 
cause in his attempt to find out how 
the bank’s employees are performing 
a certain operation, he may be able 
to shorten the routine, improve it, 
or eliminate parts of it entirely. 
This is particularly true of periodic 
reports. When an executive asks 
for certain information, it is possible 
that the information is of a particu- 
lar nature needed only for a particu- 
lar time; but it frequently happens 
that the information is embodied in 
a report that becomes periodic. Oc- 





casional reports of this nature should > 


not be permitted to become periodic. 
Banks can not afford a luxury of 
this type. 

But the most important service of 
all that the public accountant may 
render to his client consists of the 
review which he makes of the in- 
ternal control. This review is not 
directed to the plan of internal con- 
trol as it is laid out on paper, but 
to the effective operation of it. Where 
the bank has a strong internal con- 


trol, it is most advantageous to the 
management of the bank to have the 
public accountant review the work 
that is being done by the employees 
of the bank in order to determine 
whether the strong internal control 
is really in effective operation. The 
best possible system, with the strong- 
est of all possible internal controls, 
is worse than useless if it is not in 
effective operation. Worse than 
useless because it gives the manage- 
ment of the bank a feeling of security 
based upon something that does not 
exist. If the public accountant did 
nothing more than point out to the 
management of the bank that its 
system of internal control was not 
being carried out, his services would 
be of the greatest value to the bank. 

Where the internal -control is 
poorly planned, the public account- 
ant can be of great assistance to the 
management, to the comptroller and 
to the auditor in planning a more 
effective control. Because of the 
man-power shortage, banks may take 
shortcuts that seriously impair the 
internal control, without being con- 
scious that this has happened. This 
will certainly be brought to light if 
the internal control, not merely the 
system of internal control, but the 
effectiveness of its operation, is re- 
viewed by the certified public ac- 
countant. 
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HANDBOOK OF ACCOUNTING METHODS 
By J. K. Lasser 

D. Van Nostrand Company, 1943 
1349 pages, $10.00 


The idea for this book was con- 
ceived by the author almost ten 
years ago when he found it almost 
impossible to secure information de- 
scribing the present day accounting, 
costing, fiscal, and statement pro- 
cesses of various businesses in con- 
nection with tax cases. He knew 
there was a lot of published material 
in trade and technical papers, but 
felt it was difficult to find when you 
needed it. 

~ ~ e *. . 

Some 70 experts in various fields 


have contributed articles on the prac- 
tices in specific industries. The 
book is an easy-to-read, non-tech- 
nical outline of the necessity for 
accounting systems, the objectives 
of the various records and the pro- 
cedures that make up an account- 
ing system. It gives a description 
of the type of tax and regulatory 
material that affects the construc- 
tion and design of financial and rec- 
ord-keeping systems. It has been 
written in recognition of the fact 
that severe penalties, entanglements 
with the government, costly litiga- 
tion and cliental disaffection require 
special studies in trying to do busi- 
ness today. 
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four!—and again McBee Keysort proves its 
efficiency. 

Four cross-reference files had been maintained 
to find facts in various arrangements, Writing 
up one card meant writing up four others; 
changing one card meant locating, removing 
and changing four more. Putting Keysort on 
the card resulted in one file doing the work 
of all, at a saving of money and clerical time 
and effort. 

Keysort handles any nzmber of cards, with 
your regular clerks, and without costly 
machinery or equipment. 
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V For Brush-Up 
V’ For Reference 


V For Practical Pointers 





Actual page size: 
6% x 9% inches 


NEW 1944 
CCH FEDERAL TAX COURSE 


@ Here is a practical ready reference and training course in federal taxation. Here 
is a plain-spoken explanation of the outstanding federa] taxes as imposed by the 
federal revenue laws—with emphasis throughout on federal income taxation. 
Actually every angle of federal taxation, including the new “Pay-As-You-Go” 
tax, Victory tax, capital stock tax, excess profits tax, declared value excess-profits 
tax, gift tax, estate tax, and excise taxes, comes in for understandable explanation 
and discussion. Not a book, not a loose leaf Service, this is a Course especially 
designed to make it easy to become familiar with the “ins” and “outs” of the 
federal tax system—how it has developed—what it is today. Stems from George 


T. Altman’s popular work. 


Each Tax, Each Taxpayer—Individuals, Corporations, Partnerships, Estates and 
Trusts—whatever the tax, whoever the taxpayer, if it is federal taxation and 
belongs in the Course, it is covered here, specifically, definitely. Over 500 
illustrative examples and calculations make plainer just how the federal tax 
laws are actually interpreted and applied. Current filled-in return forms, and 
pertinent Code provisions provided, plus a wealth of “real-life” background from 
actual tax practice all contribute to supply everything necessary or helpful for 
an everyday, working knowledge of federal taxation. 


Write for complete details 


COMMERGE) CLEARING; HOUSE, ING. 


PUBLISHERS OF LOOSE LEAF LAW REPORTING SERVICES 


NEw YORK 1 CHICAGO 1 WASHINGTON 4 
EMPIRE STATE BLDG. 214 N. MICHIGAN AVE. MUNSEY BLDG. 
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LOANS against ACCOUNTS RECEIVABLE 
WITHOUT NOTIFICATION 1 


= Public National Bank and Trust Company makes available 
to business a plan, the basie principle of which is flexibility. A 
steady supply of funds provides needed assistance to sound growth 
at reasonable costs. 

Many businesses are utilizing this service to secure ready cash 
for the purposes of increasing production, making advantageous 
purchases, taking discounts and meeting current expenses. 

There is no notification to debtors. Our arrangements with 
clients are confidential. The procedure is simple. 

You are cordially invited to call or write any Office of the Bank 
for complete details. 


Pupuic NATIONAL BANK 


AND TRUST COMPANY OF NEW YORK 





Member: Federal Reserve System—New York Clearing House Association— Main Office: 
Federal Deposit Insurance Corporation 37 BROAD ST. 
26 OFFICES THROUGHOUT GREATER NEW YORK Selegnare 
HAnover 2-9000 











INCREASED 
PRODUCTION 





Covering 
7. waR PRODUCTION 
2. FACTORING OF CREDIT RISKS 


3, NOTIFICATION — FINANCING — 


ACCOUNTS RECEIVABLE 
4, NON-NOTIFICATION FINANCING 


Descriptive booklet on request. 


D FACTORS 


Telephone: 
MUrray Hill 3-4832 


270 MADISON AVE., NEW YORK 
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Prepare for the coming tax season in the 


SEIDMAN TAX COURSES 


A CORPORATION INCOME AND EXCESS PROFITS TAX COURSE is 
offered all accountants who wish to “brush up” in this subject. 

COURSE BEGINS WEDNESDAY, DECEMBER 1, 1943, at 6:30 P. M. and 
continues, Wednesdays and Fridays, from 6:30 P. M. to 8:30 P. M., for a total 
of ten class sessions, ending Friday, January 7, 1944. 

FEE—$15.00, which includes text. 


THE SEIDMAN SERVICES TO THE PROFESSION 
THE SEIDMAN C. P. A. EXAMINATIONS REVIEW, a coaching course 


which, since 1920, has afforded a logical solution to the candidate’s problem of 
preparation for the State C. P. A. examinations. Class sessions only. 

THE SEIDMAN TAX COURSES—Federal, State and City—offer up-to-the- 
minute instruction in this subject to all C. P. A. candidates and other accountants 
having occasion to prepare tax returns for clients. The courses are complete. 
concise and authoritative. 

THE SEIDMAN PUBLICATIONS—New York State C. P. A. Examination 
Questions and Problems, with answers and solutions prepared by Henry L. 
Seidman, LL. B., C. P. A., Director of the C. P. A. EXAMINATIONS REVIEW. 

Since these classes are conducted at various times, please apply for specific 
lecture-schedules, dates, hours, fees, etc., to 


SEIDMAN C.P.A. EXAMINATIONS REVIEW 


115 WEST 45TH STREET NEW YORK 19, N. Y. 
TEL. BRYANT 9-5330 











Subscription 








New York CERTIFIED PUBLIC 
ACCOUNTANT 


MONTHLY BULLETIN 
Three Dollars Annually 


Office of the 
NEW YORK STATE SOCIETY 
OF CERTIFIED PUBLIC ACCOUNTANTS 


15 EAST 41st STREET, NEW YORK 17, N. Y. 




















